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COVER: This modern plant at Memphis, Tennessee, produces 
ammonia and urea around the clock. The chemical symbol repre- 
sents the molecular structure of urea, 
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I WELCOME THIS OPPORTUNITY to review with you 
once again the events of the year just past, and to 
tell you something of the progress that has been 
made to prepare the Company for the 1960's. 

Earnings for 1959 of $14,827,000 were 48% 
higher than in 1958. Earnings per common share 
were $3.04 compared with $2.07. Including our 
share in the undistributed earnings of non-consoli- 
dated units, principally Grace National Bank, Pan- 
agra, and Gulf & South American Steamship Co., 
earnings were $3.44 per share versus $2.38. Cash flow 
per share, described further on page 19, was $8.34 
in 1959 compared with $7.51 in 1958. Highlights 
of the year’s results appear on the opposite page. 

The major factor in the over-all improvement was 
an increase of 44% in the profits of our chemical divi- 
sions, all of which surpassed 1958 results. Chemicals 
contributed 68% of total pretax operating profits. 

In addition, the South American businesses re- 
covered from the low profits of 1958. Economic con- 
ditions were generally better and exchange rates more 
stable. However, achievement of stable exchange 
rates was accompanied in several countries by in- 
creased import restrictions. These, together with the 
world surplus of shipping capacity, reduced Grace 
Line earnings well below historic levels. 


CHEMICAL DEVELOPMENTS 


As in the past few years, management’s efforts 
were concentrated on strengthening and expanding 
the Company’s position in chemicals. 

In July we acquired for stock the Hatco Chemical 
Company, a leading manufacturer of plasticizers and 
of esters used in lubricants for jet aircraft engines. 
Hatco, founded just ten years ago, has had an out- 
standing growth record under the capable leadership 
of its founder and president, Mr. William Hackman, 
who continues as head of the new division. 

One of the most promising results of our research 
during the year was the development of an irradiated 
polyethylene film. Bombarded by electrons at up 
to two million volts, the film’s characteristics are 
radically changed. It becomes much stronger and 
acquires greater clarity and “shrink energy.” The 
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film is now in production at Cryovac’s Simpsonville, 
South Carolina, plant. This is believed to be the 
world’s largest commercial application of irradiation. 

The Grace Chemical Division doubled urea ca- 
pacity at Memphis, Tennessee, to meet the rapidly 
growing demand for this product as a fertilizer, ani- 
mal feed supplement, and raw material for plastics 
and adhesives. The division assumed the manage- 
ment in 1959 of Caribe Nitrogen Corporation’s 
ammonia-ammonium sulfate plant in Puerto Rico, 
and early this year of Federation Chemicals Limi- 
ted’s new ammonia-ammonium sulfate-urea plant in 
Trinidad. 

In June the Dewey and Almy Chemical Division 
dedicated its new plant at Owensboro, Kentucky, 
providing more capacity for automotive battery sepa- 
rators, polyvinyl acetate, and specialty latices. This 
division also broadened its position in the field of 
chemically treated fiber products by acquiring the 
businesses of Endura Corporation and The Vellu- 
moid Company, producers of backings for pressure- 
sensitive tapes and of industrial gaskets respectively. 

At Bartow, Florida, the Davison Division initiated 
expansion of its sulfuric and phosphoric acid plants, 
which will support increased capacity for triple 
superphosphate and other phosphate products. Davi- 
son is also installing facilities to produce diammo- 
nium phosphate, an addition to its line of agricultural 
chemicals. 

Also in 1959, Davison entered into an agreement 
with five leading utilities to investigate the technical 
and economic feasibility of a plant to reprocess spent 
fuels from atomic power reactors. This is a possible 
adjunct to Davison’s present activities as a manu- 
facturer of nuclear reactor materials. 

Sales of the Overseas Chemical Division increased 
by 25% in 1959, reflecting in large part the acceler- 
ated growth of packaging in many countries. To meet 


Cosden Petroleum Corporation's modern refinery at Big Spring, 
Texas, produces quality petroleum and petrochemical products. In 
the foreground, the new styrene unit. 


The Hatco Chemical Division manufactures plasticizers and syn- 
thetic lubricant esters at this plant in Fords, New Jersey. 


demand for container sealing compounds and Cryo- 
vac bags and films, as well as for automotive battery 
separators, the division expanded almost all of its 
plants, with a major part of the expansion taking 
place in the European Common Market countries. 
Sales of the Polymer Chemicals Division increased 
during 1959, as many new uses for its high density 
polyethylene were developed. As a result, its oper- 


ating loss was reduced substantially from that in- 
curred in its first year of operation. Over-all industry 
demand for this new plastic is expected to double in 
1960, and although competition remains strong a 
break-even level in our operation should be reached 
within the year. 


COSDEN PETROLEUM CORPORATION 

In January of this year W. R. Grace & Co. ac- 
quired for approximately $40,500,000 in cash 53% 
of the outstanding stock of Cosden Petroleum Cor- 
poration, an important independent refiner with a 
strong position in petrochemicals. 

The management of Cosden, under its president 
Mr. Raymond L. Tollett, has established an outstand- 
ing record of growth. In its modern refinery in West 
Texas, the company produces a wide range of petro- 
leum and petrochemical products, noted for their 
quality. 

Cosden’s plans envision still further growth in 
petrochemicals. In this field the company has been 
successful in developing a number of new processes, 
and for several of these, licenses have been granted 
to other companies in the United States and abroad. 


LIBYAN OIL VENTURE 

Since 1955, when the Government of Libya first 
granted concessions for oil exploration, more than 
twenty international oil companies have been active- 
ly seeking oil in that country. While it is too early to 
make reliable estimates of potential reserves of oil 
and gas, there is little doubt that Libya will become 
a major producing nation. 

Most of the oil already discovered is located in the 
Gulf of Sirte area, where we share in three conces- 
sions. Three discovery wells were drilled on our 
Concession 17. An upper zone was productive in all 
three wells at depths of 3,000 to 3,700 feet, with an 
average oil-producing pay of 70 feet in thickness. 
This producing zone covers an estimated 65,000 
acres. A lower zone was discovered in one well only 
at a depth of 5,700 feet, with 140 feet of pay and 
covering an estimated 25,000 acres. Exploratory 
drilling operations have begun on Concession 20. 

In 1959 the Libyan Government approved an 
agreement made with Esso Sirte, a wholly owned 
subsidiary of Standard Oil Company (New Jersey), 
whereby Esso Sirte agreed to match expenditures 
previously made by Texas Gulf Producing Company 
and Grace, in exchange for a 50% interest in the 


three Sirte concessions. Further expense, as well as 
production, will be divided 50% Esso Sirte, 25.5% 
Texas Gulf Producing, and 24.5% W.R.Grace& Co. 

A major advantage of this agreement is that it will 
relieve us of marketing problems, as Esso Sirte also 
agreed to purchase our share of crude oil production, 
if we elect to sell to it. 


A BROADER LOOK AT 
THE COMPANY 

At the beginning of a new decade, it seems appro- 
priate to review more than just the events of a single 
year. This is particularly true since such fundamental 
changes have occurred in the nature of your Com- 
pany since 1950. 

Most of the changes relate to the decision taken 
ten years ago to diversify into chemicals. With chemi- 
cal sales having grown to $203 million, the Company 
now has an established position in this industry, 
with 50 plants in the United States and overseas. 

In 1950-1952, immediately preceding our entry 
into chemicals, over 95% of the earnings of Grace 
as it then existed were produced by steamship opera- 
tions and by our different activities in Latin America. 
In 1959, on the other hand, 68% of earnings, as 
previously mentioned, were produced by the chemi- 
cal divisions. 

Cash flow figures also reflect these changes, as well 
as the over-all growth that has occurred. Total cash 
flow, or net earnings plus depreciation and reserve 
for deferred taxes, increased from an average of 
$13.2 million per year in the 1950-1952 period to 
$38.1 million in 1959. Cash flow from chemical 
operations alone exceeded $23 million in 1959. 

The growth in the chemical divisions’ contribution 
to pretax operating earnings (before general corpo- 
rate interest and overhead but after depreciation) is 
shown below: 


1955 1956 1957 1958 1959 

Chemicals $16.6 $18.1 $16.2 $17.9 $25.8 
All Other 23.0 24.1 20.6 11.4 12.2 
Total $39.6 $42.2 $36.8 $29.3 $38.0 


(Millions of Dollars) 


While the trend in such important measures as 
return on our chemical investment has been in the 
right direction, we are still not up to our goals. In 
some degree this is a reflection of the newness of 
many of our plants and the start-up expenses and 
initial losses which growth entails. 

It is important to note that the shift in emphasis 


to chemicals in the United States has been accom- 
plished without reduction in our investments in ship- 
ping or in Latin America. Also of great importance 
has been the change in the mix of our Latin Ameri- 
can businesses which now emphasizes chemicals and 
paper, industries in which technological competence 
can give a competitive advantage. 

Immediately following World War II the accumu- 
lated purchasing power and the pent-up demand for 
goods, combined with the scarcity of productive 
facilities, abnormally increased our Latin American 
earnings from our traditional businesses. This high 
level of earnings could not, of course, be maintained 
during the 1950’s. The strain on the economies 
occasioned by the pressures of the post-war period 
required adjustments which we believe have now run 
their course in the principal countries in which we 
operate. This has established a more solid base for 
future earnings. 


Grace's new irradiated polyethyl- 
ene film, developed after exten- 
sive research by the CRYOVAC 
Division, has outstanding poten- 
tial as a packaging material for 
foods and other products. 
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In line with our desire to concentrate management 
effort in a few selected fields, we reported to you a 
year ago the sale of two investments. Early this 
year we completed another such transaction, selling 
to Metropolitan Broadcasting Corporation the out- 
door advertising business of the Foster and Kleiser 
Division, an operation which we did not consider 
consistent with the Company’s long-range program. 
Foster and Kleiser, acquired in 1952 for $7.8 mil- 
lion, had been profitable. Since 1952 our investment 
had increased from retained earnings, and the sales 
price of approximately $14 million resulted in a 
moderate profit on present book value. 


* * * 


In all these respects we believe that the Company 
starts the new decade in a stronger position to partici- 
pate in the economic growth forecast for these years. 

More and more our businesses in Latin America 
can draw on the technical experience and research 
of similar businesses in the United States. 

The Grace Line is improving efficiency and service 
to its customers, with ships specifically designed for 
certain cargoes and with such developments as con- 
tainerization. We were fortunate in 1959 in obtain- 
ing the services of Admiral W. J. McNeil as president 
of Grace Line. Admiral McNeil had served with 
distinction for ten years as Assistant Secretary of 
Defense and, for his service to national security, he 
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President Eisenhower received a tumultuous welcome from our good 
friends in Latin America during his recent journey. 
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received in 1959 the James Forrestal Memorial 
Award. 

Above all, however, we believe that the chemical 
divisions, backed today by over $8.5 million of re- 
search annually, provide on the one hand opportunity 
for further growth, and on the other the probability 
of greater stability for the Company’s earnings. 


1960 PROSPECTS FAVORABLE 

The 1960 outlook for all chemical operations is 
favorable, except for agricultural chemicals where 
lower farm income may affect sales. 

In Chile and Peru, the countries in which our 
largest Latin American interests are located, 1959 
was a good year and we expect the economic gains 
registered to be maintained. These countries as well 
as Colombia have taken courageous measures to im- 
prove their economies, check inflation and increase 
productivity, and there are comparable encouraging 
signs in the other republics in which we operate. 

The successful trip of President Eisenhower gave 
evidence to our Latin American friends of increasing 
recognition by the United States of their problems, 
and should further improve co-operation in the 
hemisphere. 

With regard to Grace Line, which represented 
less than 10% of our pretax operating earnings in 
1959, we do not expect any major improvement in 
1960. Costs continue to rise, and competitive pres- 
sures will remain strong as long as the world-wide 
surplus of shipping exists. Some improvement is pos- 
sible, however, particularly if the Latin American 
countries relax the strict import restrictions adopted 
as part of their currency-stabilization programs. 

In summary, the Company’s over-all earnings 
should again be higher in 1960 unless there is a 
serious downturn in the economy. 

On behalf of the Directors, I take pleasure in 
expressing to the 41,000 Grace employees our grate- 
ful appreciation for their dedicated efforts in the in- 
terests of the Company and its well-being. 


By order of the Board of Directors 
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PRESIDENT 
April 12, 1960 
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Chemical Qpcuations 


CHEMICAL SALES INCREASED 19% in 1959 to $202,895,000, and pretax op- 
erating profits rose 44%. All of the chemical divisions surpassed their 1958 
results. In addition, profits of Hatco Chemical Company, acquired in July, 
contributed to the total improvement. As mentioned in the President's Letter 
Hatco was founded in 1950, and has built a position as one of the leading pro- 
ducers of plasticizers and of the basic raw materials for lubricants used in jet 
aircraft engines. 

Sales of agricultural chemicals, including triple superphosphate, ammonia, 
and mixed fertilizers, were up substantially last year. Good weather was ex- 
perienced in most areas and farmers made more intensive use of fertilizers. 

The Grace Chemical Division as a result again had to purchase ammonia to 
meet customer demand, even though its Memphis plant operated at well over 


rated capacity for the year. With the 
doubling of urea capacity and with in- 
creased long-term requirements of in- 
dustrial customers as well, plant capacity 
for ammonia is insufficient. The Direc- 
tors have therefore authorized expansion 
of ammonia capacity by 60%, to be com- 
pleted early in 1961. 

The Davison Chemical Division had a 
good year, with production and sales of 
agricultural chemicals and mixed fer- 
tilizers benefiting from the favorable 
market conditions. Profits of the divi- 
sion’s industrial chemicals and petroleum 
catalysts also improved. 

The Davison Division’s study of the 
feasibility of a plant to reprocess spent 
atomic fuels will be carried out in con- 
junction with Commonwealth Edison 
Company, Chicago; Consolidated Edison 
Company of New York, Inc.; The De- 
troit Edison Company; Northern States 
Power Company, Minneapolis; and 
Yankee Atomic Electric Company, Bos- 


This fiber impregnating operation at Dewey and Al- 
my’s Adams, Massachusetts, plant typifies the tech- 
niques employed by the division in the manufacture 
of battery separators, imitation leathers, gaskets and 
other chemically treated fiber specialties. 


ton. This work is being undertaken by 
personnel of the division’s nuclear fuels 
facility at Erwin, Tennessee, which dur- 
ing the year increased its shipments of 
various atomic fuels to private and goy- 
ernment reactors. 

Polymer Chemicals Division’s operat- 
ing loss was substantially reduced from 
that of 1958, its start-up year, as sales 
rose by more than 70%. The acceptance 
of high density polyethylene for new uses 
is accelerating rapidly and, as was pre- 
viously stated, attainment of a break- 
even level of operation within the year 
is expected. 

Higher automobile sales in 1959, a 
severe winter in much of the country, 
and a larger share of the market resulted 
in a substantial increase in sales of auto- 
motive battery separators manufactured 
by the Dewey and Almy Chemical Divi- 
sion. Dewey and Almy’s sales of special 
latices, particularly for use in water- 
based paints, also continued their sharp 
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Capacity of Grace Chemical Division’s urea plant at Memphis was doubled to meet the 
growing demand for this versatile industrial and agricultural chemical. Expansion of the 
ammonia plant by 60% will be completed in early 1961. 


Sales of Polymer Chemicals Division's high density polyethylene, produced at this plant in 
Baton Rouge, La., continued to increase in 1959. Industry capacity for high density poly- 
ethylene still exceeds the market, although demand for this new plastic has shown a faster 
rate of growth than that ever experienced by a major new plastic resin. 


upward trend. The division’s new plant 
at Owensboro, Kentucky, provides 

needed additional capacity for both these 

groups of products. 

The Company’s chemical research and 
development expenses amounted to 
$8,597,000. Central research emphasized | 
polymer chemistry including polyolefins, 
petroleum catalysts, agricultural chem- 
icals, high-purity silicon, and other fields 
related to the Company’s present chem- 
ical interests. 

W. R. Grace & Co, has an important 
position as a supplier to many different 
parts of the packaging industry. Because 
of the importance of this business to the 
Company we have included in this re- 
port, on page 15, a section entitled 
“Grace and the Packaging Revolution.” 


$ 112,944,000 


The modern laboratories at the $6 million Washington 
Research Center are equipped with the latest facilities, 
providing an atmosphere conducive to imaginative and 
productive research. 


W. R. GRACE & CO’s 
NET FIXED ASSETS’ 2.” 
IN CHEMICALS — 
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$1,549,000 
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Grace pioneered in the commercial 
production of pulp and paper from 
bagasse in 1939 and now operates 
mills in Peru and Puerto Rico, with a 
third mill in Colombia scheduled for 
completion in early 1961. At Para- 
monga, Peru, production was up 25% 
from 1958, and profits also increased. 


Tue CoMPANY’S EARNINGS in Latin America rose materially in 1959. 

The business climate in most South American countries was appreciably 
better last year. The governments in Peru, Chile, and Colombia, the major 
countries in which we do business, carried on economic stabilization programs 
and were generally successful in maintaining the value of their currencies. 

The gain in our Latin American earnings was attained despite lower world 
sugar prices, which affected the profits of our two Peruvian sugar estates. Cur- 
rent world sugar prices of around 3¢ per pound are low on a historical basis, 
but higher than the post-war lows reached last year. 

An outstanding performance was recorded by the paper business in Peru, 
which utilizes bagasse, the residue of sugar cane, as the raw material. A fifth 
paper machine will be installed this year at the Paramonga mill to produce 
bleached papers. The Paramonga chlorine-caustic soda plant is expected to be 
completed late in the year. A high percentage of the output of caustic soda will 
be used by the paper plant, with the balance being sold to Peruvian industry. 
This plant will represent the only domestic commercial source of caustic soda 
and chlorine in Peru. 

The bagasse paper mill in Puerto Rico began operations in late 1959. A 
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In accordance with plans to extend our chemical interests in 
Latin America, facilities at Vifia del Mar, Chile, were completed 
for the production of certain synthetic resins which had 
previously been imported. 


The Carboquimica plant supplies benzene, toluene, xylene, and 
creosote to Colombia's lacquer, rubber, and other industries. 


Early in 1960 Grace Line re- 
ceived delivery of its con- 
tainer ships, the Santa 
Eliana and the Santa Leonor, 
for shipments between east 
coast ports of the United 
States and South America. 
The large “Seatainers” used 
will greatly facilitate cargo 
handling. 
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CONDITIONS IN THE SHIPPING INDUSTRY continued to be difficult throughout 
the world in 1959. With lower cargo offerings and surplus capacity, competi- 
tion increased and there was strong pressure on freight rates. 

Total Grace Line revenues amounted to $73,332,000 in 1959, compared 
with $77,774,000 in 1958. The Line’s earnings were below those of the previ- 
ous year, and fourth quarter results were particularly disappointing. However 
this unfavorable trend appears to have leveled off, and the first quarter of 1960 
will show an improvement over the last quarter of 1959. 

Sales efforts have been intensified to help offset the lower volume of cargo 
available. Schedules have been improved to give better service. Expenses are 
also being strictly controlled, and the combination of these factors should help 
maintain the improved earnings trend. 

Earnings would also be increased with approval by the Federal Maritime 
Board of the request which the Line has regretfully submitted to suspend the 
Great Lakes service. Pretax losses of this service, which started in April, 1959, 
were $1,200,000. Operating difficulties in the Seaway, depressed freight rates, 
and a lack of northbound cargo to Lake ports were the major difficulties. 

Passenger business, especially on our two new ships the Santa Rosa and the 
Santa Paula, was strong throughout the year. 

The “Seatainer” service was enthusiastically welcomed by shippers. However, 
resistance from longshoremen unions in Venezuela was encountered, and the 
introduction of regular service awaits the conclusion of current negotiations 
with Venezuelan labor and government officials. 

Contracts were let with Bethlehem Steel Company to construct three new 
passenger-cargo ships to be launched in 1962. Each will have accommodations 
for 88 passengers. It is expected that Grace Line’s cost, about $31,000,000, 
will be financed from the Line’s reserve funds available for this purpose and 
from Government-guaranteed Title XI ship mortgage bonds. 

Gulf & South American Steamship Co. Inc., owned jointly by W. R. Grace 
& Co. and Lykes Bros. Steamship Co., Inc., also reported lower earnings in 
1959. Early results of 1960 show some improvement. 
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Panagra’s DC-8 jets, offering the finest in 
air transportation, will reduce travel time 
between New York and Buenos Aires by ten 
hours, beginning in May. 
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IN THE Libyan oil venture, the association of Standard Oil Company (New 
Jersey) with W. R. Grace & Co. and Texas Gulf Producing Company brings 
added strength to the program. The President’s Letter describes in some detail 
progress made during the year. The map above shows the location of the con- 
cessions in which Grace has an interest, as well as the successful wells which 
have been drilled. Increased drilling activity is planned for 1960. 

Because of the country’s location and the ease of moving the oil to the 
Mediterranean coast, Libya will have an economic advantage in supplying 
Europe compared to other oil producing areas. 

Grace National Bank of New York had record operating earnings in 1959 
of $1,780,270, or $44.51 per share, as against $1,489,929, or $37.25 per 
share in 1958, a 19% increase. Earnings of the Bank have tripled in the past 
decade. A copy of the Bank’s Annual Report for 1959 is available to stock- 
holders upon request. 

Earnings of Griswold and Company Incorporated, our insurance brokerage 
subsidiary, were somewhat lower than in 1958. 

Pan American-Grace Airways, Inc., owned jointly by W. R. Grace & Co. 
and Pan American World Airways, Inc., reported total net profits during 1959 
of $754,000 compared to a loss in 1958 of $76,000. The 1959 profits reflect 
the sale of surplus aircraft, although in addition the airline’s operating loss was 
lower than in the previous year. Panagra expects further improvement in 
earnings in 1960. 


Standard CRYOVAC film has long been 
recognized as an ideal packaging 
material for refrigerated meats, poul- 
try and cheese. 
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The new irradiated CRYOVAC Type L film represents 
an important breakthrough in packaging materials. 


WHAT MANY WRITERS have described as the “packaging revolution” needs little 
explanation to anyone who has followed marketing trends during the last 15 
years. The self-service concept, with the importance it places on brand identi- 
fication and the appeal for the housewife of ready-to-use products, has con- 
tributed to an unprecedented growth of all types of packaging. 

Stockholders will be interested in knowing the extent to which Grace has 
become a preferred supplier to this fast-growing industry. In 1959 the chemi- 
cal and paper units’ sales of packaging products amounted to approximately 
$75,000,000, or 16% of the Company’s total sales. Grace products—ranging 
from the newly developed irradiated film to grocery bags made with bagasse 
paper—contribute longer shelf life, better appearance, and ease of handling to 
the products which they protect. 

Newest of these Grace products is the Cryovac Division’s Type L film, the 
first commercially successful irradiated plastic film to reach the market. The 
result of long research, the film’s outstanding characteristics are its ability to 
shrink tightly around the product, its remarkable strength (six to eight times 
stronger than conventional polyethylene), and its luster and clarity. In cost 
it is competitive with other popular packaging films in current use. 

The film is ideally suited for skin-tight, transparent packaging of irregularly 
shaped products such as fruits, vegetables, meats and poultry. Because of its 
remarkable strength it resists damage in shipment and encourages packaging 
by the grower or packer rather than by the retail store. Quality is improved, 
spoilage reduced, and shipping costs are usually lower. Four or six apples in 
a paperboard tray protected by Type L film offer one example of such an 
application, the use of which is spreading rapidly. Several more radical pack- 
aging innovations which depend on the material’s ability to hold its tight fit 
permanently are under test. 


Glass jars, tin cans and other con- 
tainers provide reliable protection for 
their contents, thanks to sealing com- 
pounds manufactured by the Dewey 
and Almy Division and the Overseas 
Chemical Division, in fourteen plants 
located in ten countries. 
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The Cryovac Division is well equipped to promote the use of this new film. 
For over ten years its Cryovac bags have been the accepted premium wrapping 
for frozen and refrigerated poultry, smoked meats, cheese and fish. Like the 
newer Type L film, standard Cryovac film is shrunk tightly around the product. 
Air is evacuated from the package before shrinking and sealing, and the im- 
permeability of the film to moisture vapor and oxygen protects even the most 
delicate products for long periods. 

While the transparent plastics have captured the public’s fancy, the use of 
the tin can still grows at an annual rate of 3%. In 1959 over 40 billion cans 
were produced in the U. S., and an estimated 17 billion more in the rest of the 
Free World. 

What few housewives realize is that the performance of these cans depends 
on a rubber-like gasket, or sealing compound, that is flowed into the top and 
bottom seams, providing a perfect seal. Dewey and Almy Chemical Division 
has manufactured these compounds for over 40 years, carrying on extensive 
research in the course of which it tests over 1,000,000 cans per year. Over 
80 different compounds tailored for specific containers and products are pro- 
duced. In fact the packaging of a number of products—beer, vacuum-packed 
coffee and aerosols, for example—depended upon the prior development by 
Dewey and Almy of satisfactory sealing compounds. 

In many packaging applications an impermeable container alone does not 
always furnish adequate protection. During World War II moisture damage to 
vital equipment was heavy, particularly in humid tropical areas. The use of a 
desiccant was indicated, and Davison found the first volume use for its silica 
gel, of which it was and still is the leading producer in the United States. 

Silica gel is used today in such applications as the packaging of foodstuffs, 
pharmaceuticals, precision instruments, and electronic devices. 

Plastics have for many years been the fastest growing segment of the chemical 
industry. Each new plastic has unique characteristics, which encourage the 
development of new end-products or the replacement of nonplastic materials. 
In this respect high density polyethylene, manufactured by the Company’s 
Polymer Chemicals Division, is no exception. It has greatly accelerated the 
acceptance of semirigid polyethylene as a substitute for glass in the packaging 
of liquid detergents and many other products. These polyethylene containers, 
light, unbreakable, rustproof, and in attractive colors, are appearing in ever 
increasing numbers on supermarket shelves. 


Polymer Chemicals Division’s customers are currently test-marketing high 
density polyethylene bags for use in packaging fertilizers. Several other pack- 
aging applications are under study for uses in which the ability of high density 
polyethylene to withstand extremes of temperature, permitting freezing at the 
food processing plant and boiling in the kitchen, offers advantages to the packer 
and the consumer. 


GRACE IN PACKAGING OVERSEAS 

The same trends which have brought on this packaging revolution in the 
United States have been progressing at an even faster rate in other parts of 
the world. 

The Overseas Chemical Division participates in this growth, serving its cus- 
tomers from ten strategically located plants. Formerly the Dewey and Almy 
Overseas Division, it has been manufacturing and distributing a full line of 
container sealing compounds throughout the world for over 35 years, and thus 
had the organization to promote Cryovac bags and film when these became 
available ten years ago. 


This multi-exposure photograph 
demonstrates the nonbreakable 
characteristic of plastic bottles 
made with Polymer Chemicals 
Division’s high density poly- 
ethylene. 


Grace operates six paper convert- 
ing plants in Latin America for 
the manufacture of cartons, 
boxes, corrugated containers, 
grocery and heavy multiwall bags. 


Davison’s silica gel is 
used as a desiccant in a 
wide variety of packages, 
preventing rust and corro- 
sion. The delicate mech- 
anisms of rockets often 
depend on silica gel’s pro- 
tection. 
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The division’s sales of packaging materials in 1959 were two and one-half 
times sales of five years before. Growth was particularly rapid in Europe, which 
the Overseas Chemical Division serves from plants in England and in the Com- 
mon Market countries of Italy, Germany, and France; from a development 
laboratory in Italy; and from sales offices in almost every country. 

This division benefits, of course, from the research of the Dewey and Almy 
and Cryovac divisions in the United States. It in turn feeds back the knowledge 
it gains in meeting the wide variety of packaging problems of its customers 
throughout the world. 

In Peru packaging applications account for the major part of the output of 
the Paramonga paper mill as well as of the three converting plants it supplies. 
Growth has been rapid and capacity today is three times that of ten years ago. 

In Puerto Rico, the new paper mill using the processes developed by Grace 
in Peru came into production late in 1959, and another such mill, under con- 
struction at Cali, Colombia, will be completed early in 1961. The Company 
also has converting plants in Puerto Rico, Cuba, and Mexico. 

A contribution of a quite different nature to the advance in packaging is 
being made by Grace Line. The recently inaugurated Seatainer service offers 
shippers a giant ready-made “package” for their cargoes. The 18-ton capacity 
containers are expected to eliminate many expensive packaging costs, in addi- 
tion to reducing handling expenses as well as damage and other in-transit losses. 

Thus, in several of its divisions Grace has been a major contributor to the 
revolution in packaging. It has confidence that the research it is now doing will 
make its future contributions still more important. 
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EARNINGS 


Consolidated net income after taxes for 1959 was $14,827,000, compared 


with $10,040,000 for 1958. 


The Company’s equity in the aggregate 1959 net earnings of its unconsoli- 
dated subsidiaries and 50%-owned companies (mainly Grace National Bank 
of New York, Gulf & South American Steamship Co. Inc., and Pan American- 
Grace Airways, Inc.) exceeded dividends received from those companies by 
$1,835,000. In 1958 the comparable figure was $1,376,000. 

W. R. Grace & Co.’s equity in the net assets of the unconsolidated subsidiaries 
and 50% -owned companies amounted to $25,601,000 at December 31, 1959, 
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and exceeded the Company’s cost of these investments by $19,805,000. 


CASH FLOW 


Cash flow, comprised of net earnings after taxes, depreciation, and provision 
for deferred taxes, was $38,101,000 in 1959, compared with $33,081,000 in 
1958, or $8.34 per share compared with $7.51 per share. Depreciation was 


$21,810,000 in 1959, up from $20,718,000 in 1958. 
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CAPITAL EXPENDITURES 


The following table compares expenditures for fixed assets for 1959 and 
1958. These figures do not reflect the acquisition of stock of Cosden Petroleum 
Corporation early this year, as described below: 


1959 1958 
Chemicals $15,500,000 $12,900,000 
Latin America 11,000,000 14,700,000 
Steamship . 5,700,000 11,800,000 
Other . 2,000,000 1,800,000 
MILLIONS OF DOLLARS a ae emi 
250 TOTAL $34,200,000 $41,200,000 


Expenditures for fixed assets in 1960 are expected to be somewhat higher, 
with the greatest amount again for chemical projects. 

In January, 1960 we solicited tenders of the common stock of Cosden Petro- 
leum Corporation at $25 per share, and by January 30th we had received valid 
tenders under this plan for 1,586,682 shares of the stock. This transaction, 
150 giving Grace 52.9% of the stock of Cosden, represented a total outlay including 

the expenses of the transaction of about $40,500,000. 
A copy of Cosden’s forthcoming Annual Report will be sent to Grace stock- 
holders upon request. 


DIVIDENDS 


Preferred dividends in 1959 amounted to $929,000. Common stockholders 
50 received $7,343,000 in cash dividends, at the rate of $1.60 per share. 
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At a special meeting of stockholders on January 27, 1959, an additional 
450,000 shares of common stock were authorized for possible future stock 
dividends. The 2% common stock dividend declared in November, 1958, was 
paid on February 20, 1959. A 2% stock dividend declared on January 7, 
1960, was paid to stockholders on March 10th. 

As a result of the two stock dividends the conversion rate of the Company’s 
3% % 1975 convertible debentures was adjusted effective February 19, 1960, 
to 1.97676 shares for each $100 principal amount of debentures prior to May 
15, 1965, and to 1.87272 shares thereafter. 


STOCKHOLDERS 


The Company had 30,052 common stockholders of record on December 31, 
1959, compared with 28,052 at the end of 1958. We estimate that we have 
an additional 10,000 stockholders holding stock in broker or nominee names. 
This estimated total of about 40,000 stockholders compares to a total ten years 
before, at December 31, 1949, of 944 common stockholders of register. 

The average number of common shares outstanding in 1959 was 4,568,845. 


FINANCIAL POSITION 


At the end of 1959 working capital was $138,136,000, compared with 
$130,295,000 at the end of 1958. Cash and securities amounted to $63,278,000, 
compared with $67,009,000 at December 31, 1958. 

The current ratio of 2.5 to 1 at December 31, 1959, remains strong. 

As previously set forth we sold early in 1960 for $14,000,000 in cash the 
assets of the Foster and Kleiser Division. The Company also took down early 
this year $20 million under the stand-by agreement with banks described to you 
in last year’s Annual Report, providing, with the funds received from the Foster 
and Kleiser sale, the major part of the amount necessary for the purchase of 
the Cosden stock. 


NUMBER OF COMMON STOCKHOLDERS (in thousands) 


fi Dewey ond Almy stockholders 
prior to merger 


1959 


W.R. GRACE & CO. 


AND SUBSIDIARY COMPANIES 


STATEMENT OF CONSOLIDATED INCOME 


FOR THE YEARS 1959 AND 1958 


1958 


REVENUES 
Sales and operating revenues . . . . . . . s/s «= $434,234,391 
Dividends:and interests = Gh ee ce OX 2,551,660 
Pee 3: «eee oe ar) <a: etn lors. 9 2,039,475 


$438,825,526 


Costs AND EXPENSES 


Costs and operating expenses, after deducting net subsidy on 
steamship — of $14,521,273 "phe 179,297) — 


Note4) 0% 5 $343,694,159 
General and administrative expenses . . . . . . . . - 34,738,575 
Depreciation “ae etees es ee ey Sl ee 20,717,601 
Research and development expenses . . . . . . . s = 8,044,183 
Exploratory expenditures—Libyan oil project. . . . . . 608,779 
IMCORORDENIO Sc kk ey le es we 9,393,079 
U. S. and foreign taxes on income—Note5. ..... . 8,464,996 
Cilia. oo ee ee ey Sl See 642,481 


$426,303,853 
$ 12,521,673 


Income applicable to minority stockholders in consolidated subsidi- 
areata TL oe ee ee SS 8 677,007 


$ 11,844,666 


Provision for unrealized foreign exchange losses (adjusted for 1959 
profit of $40,475 and 1958 loss of $756,559 a to minor- 
ity stockholders) . . . . : 1,804,811 


it In a ees GP ee ‘ag $ 10,039,855 


The notes to the financial statements are an integral part of this statement. 


ASSETS 


CONSOLIDATED BALANCE SHEET pecemser 31, 1959-1958 


1958 


CuRRENT ASSETS 


Cash—including wae currencies of ha 770,752 ee 
$2,463,453)... 


U. S. Government securities at sue of cost or sada seta 
$1,734,000 — 745, vn face amount, deposited as 
collateral . 


Marketable deciaititia at om, seceaiienate sities mas 


Notes and accounts sepa a less reserves of 278,753 sapien 
—$3,178,069) . . es 


Inventories—Note 2 
Prepaid expenses 
ToTaL CURRENT Aun 


$ 27,942,555 


35,577,811 
3,489,013 


63,824,270 
70,269,262 

4,455,435 
$205,558, 346 


OTHER ASSETS 


Special funds and deposits—Note 3 . $ 35,601,768 


Investments in and advances to unconsolidated subsidiaries ull 
50% owned companies, at cost . ree 9,440,425 
Common stock of Company held for dattiini Wits 7. 1,004,750 

Investment in Texas Gulf stage me at cost sdeeaeciars 
value $1,784,640) . . 2,225,000 
Investment in Libyan oil project . 841,025 
Miscellaneous investments, at cost or less . 4,320,255 
Miscellaneous receivables and other assets 13,745,765 
TOTAL OTHER ASSETS $ 67,178,988 


PROPERTIES AND EQUIPMENT, at cost 


Land . $ 16,059,503 
Buildings Let 60,023,273 
Machinery, equipment, etc. 164,880,900 
Vessels and marine property . 88,510,194 
Advertising structures . 11,793,739 
Projects under construction . 21,334,195 
$362,601,804 

Depreciation . 140,669,879 
$221,931,925 

GoopwiLL, less amortization of $1,311,304 (1958—$959,181) 2,988,506 
$497,657,765 


The notes to the financial statements are an integral part of this statement. 


EIAB Pela ves 


W. R. GRACE & CO. ano sussipiary companies 


1958 


CuRRENT LIABILITIES 


Loans payable in U.S. dollars . $ 1,881,653 
Loans payable in foreign currencies . 13,019,988 
Long-term debt due within one year . 650,584 
Accounts and acceptances payable . 43,188,122 
U. S. and foreign taxes on income—Note 5 4,524,868 
Other current liabilities 11,997,713 


ToraL CURRENT LIABILITIES . $ 75,262,928 


Excess OF UNTERMINATED VOYAGE REVENUE OVER EXPENSE AND 
DEFERRED INCOME 


DEFERRED TAXES ON INCOME—Note 5 . 


3,231,290 
11,126,367 
2,128,664 


MANAGERS’ DEFERRED COMPENSATION . 


EMPLOYEE SEVERANCE PAYMENTS REQUIRED UNDER FOREIGN 
SociaL Laws, AND OTHER OPERATING RESERVES . 


Lonc-TERM DeBT—Note 6 


Equity oF Minority STOCKHOLDERS IN CONSOLIDATED 
SUBSIDIARIES 


7,312,869 
163,502,874 


6,887,909 
'$269,452,901 


CapPiITAL StocK—Note 7 
Authorized by charter-—$100,000,000 
Preferred stock outstanding . 


$ 12,608,300 


Common stock issued—$1.00 par . 4,544,179 

$ 17,152,479 

PAID-IN SURPLUS, per accompanying statement . 62,279,020 
RETAINED EARNINGS, per accompanying statement . 148,773,365 
$228,204,864 

$497,657,765 


The notes to the financial statements are an integral part of this statement. 25 


W. R. GRACE & CO. 


AND SUBSIDIARY COMPANIES 


STATEMENTS OF CONSOLIDATED RETAINED 
EARNINGS AND PAID-IN SURPLUS 


Consolidated Retained Earnings 1958 
Balance at beginning of year. . . . . .... $149,354,989 
Consolidated netincome . . . ....... 10,039,855 
$159,394,844 
Cash dividends paid: 
preferred oscars ae Ae ee aa 928,664 
Common—($1.60 per share in 1959; $2.20 in 1958) 9,692,815 
Dividend paid in common stock (2% ) ke — 
Balanceiat'end'ofiyear. 39%. 5 ks $148,773,365 


Consolidated Paid-In Surplus 


Balance at beginning of year . 


Excess over par value of common stock issued upon: 
Payment of common stock dividend . . . . . = 


$ 61,429,113 


Exercise of stock options . . . . ..... 284,825 

Acquisition of net assets of Hatco Chemical Company — 

Acquisition of remaining interest in affiliate . 4 839,618 
Reduction upon sale of Tejidos ElCondorS.A. . . . (274,536) 


Balance atendofyear. . . ..... 4.4.6 $ 62,279,020 


Retained earnings include: (a) portion of the retained earnings of Grace Line Inc., a wholly owned subsidiary, 
deemed not available for dividends since it is related to special funds under joint control with the Federal Mari- 
time Board or invested therefrom in subsidized vessels 1959—$52,735,046 (1958—$53,241,991); (b) amounts 
set aside by foreign subsidiaries principally as required by statute 1959—$4,612,700 (1958—$4,567,801); 
(c) approximately 1959—$8,250,000 (1958—$8,900,000) which has been transferred to capital stock accounts 
on the books of subsidiary companies; and (d) reserves for contingencies $1,750,000. 


Parent company unappropriated retained earnings at December 31, 1959 amounted to $36,600,892 (1958— 


$36,684,072). Of these earnings $10,700,000 were free of the restriction on payment of cash dividends 


imposed by the loan agreements with institutional investors, 


The notes to the financial statements are an integral part of these statements. 
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NOTE 1 — PRINCIPLES OF CONSOLIDATION: 


The consolidated financial statements include the ac- 
counts of W. R. Grace & Co. and all majority owned and 
controlled domestic and foreign subsidiary companies, 
other than Grace National Bank of New York which, 
while 78.8% owned by the Company at December 31, 
1959, was not included because of the nature of its 
operations. 

The Company’s equity in the aggregate net earnings 
of its unconsolidated subsidiaries and 50% owned com- 
panies (Gulf & South American Steamship Co. Inc., and 
Pan American-Grace Airways, Inc.) for 1959 exceeded 
dividends received from those companies by $1,834,838. 
The Company's equity ($25,600,982) in the net assets as 
shown by the financial statements of those companies at 
December 31, 1959 exceeded the cost of its investments 
in the companies by $19,804,898. 

On July 24, 1959 the Company acquired the assets and 
business of the Hatco Chemical Company in exchange 
for 126,000 shares of the Company’s common stock. As 
part of the purchase price the acquisition agreement pro- 
vides for additional annual payments in stock through 
1965; the amounts to be determined in accordance with a 
prescribed formula. With respect to 1959, 5,991 shares 
of common stock were issued in February 1960. The 
excess of the market value of the 126,000 shares over the 
book value of the underlying net assets of Hatco acquired 
amounted to $3,880,321 and has been recorded as good- 
will. The additional payments in stock will be treated 
similarly. It is the general policy of the Company to 
amortize goodwill on a straight-line basis. However, the 
basis for amortizing the Hatco goodwill will be deter- 
mined after experience indicates the inter-relationship 
of its business to that of the Company’s other chemical 
operations. 

The assets and liabilities of the Company's Peruvian 
branch and of its foreign subsidiaries have been trans- 
lated into United States dollars at year-end rates of 
exchange, except that fixed assets (and related deprecia- 
tion) and imported inventories in Peru have been trans- 
lated at rates prevailing at dates of acquisition. Income 
and expenses (other than depreciation) have been trans- 
lated at rates prevailing during the year. 

The income applicable to minority stockholders in 
consolidated subsidiaries after providing for their partici- 
pation in unrealized foreign exchange profit ($40,475) 
was $1,079,127 compared to a loss of $79,552 in 1958. 


NOTE 2 — INVENTORIES: 


The inventories included in the balance sheet are sum- 
marized by major classes as follows: 


Raw and packaging materials . $19,458,836 
Aa prOcews a te elt 6,362,122 
Finished products. . . . 20,913,290 

General merchandise, commodities, 
Ghessiy cout > hl ge ane >< end “SOS O dee 
Stores and supplies . . . . .« 9,712,330 
$76,997,862 


Inventories are stated at the lower of cost or market. 


NOTES TO FINANCIAL STATEMENTS 


NOTE 3 — SPECIAL FUNDS AND DEPOSITS: 


The following amounts were included under this cap- 
tion: 

Special funds of Grace Line Inc. (in- 
cluding securities of the U. S$. Gov- 
ernment and its agencies at amor- 
tized cost of $27,562,431) . 

Other special and guaranty deposits . 


$32,745,936 
503,722 


$33,249,658 


The special funds of Grace Line Inc. are required 
under the terms of an operating-differential subsidy 
agreement with the Federal Maritime Board as provided 
by the Merchant Marine Act of 1936 (See Note 4). 

The agreement requires deposits in the special funds 
of (a) the company’s share (50%) of profits in excess 
of 10% of capital necessarily employed in subsidized 
operations (the remaining 50% is subject to recapture), 
(b) amounts equal to depreciation charges on sub- 
sidized vessels, to the extent earned and (c) proceeds 
from insurance, indemnity or sale of subsidized vessels. 

The special funds may be used to purchase, construct 
or reconstruct vessels, to pay the principal of mortgage 
notes on vessels and under specified conditions may be 
transferred to the general funds of Grace Line Inc. 


NOTE 4 — OPERATING - DIFFERENTIAL 
SUBSIDY AND RECAPTURE: 

Grace Line Inc. operates under an operating-differen- 
tial subsidy agreement expiring December 31, 1977 
covering all of the company’s regular routes. 

Under the terms of this agreement Grace Line Inc. 
is entitled to receive a subsidy which represents the excess 
of certain of its costs over similar costs incurred by for- 
eign flag competitors. The agreement also provides that 
for each ten-year period such subsidy shall be subject to 
recapture by the U. S. to the extent of 50% of the amount 
by which earnings from subsidized operations exceed 
10% of the capital necessarily employed in such opera- 
tions. The estimated recapture is currently withheld by 
the U. S. from the subsidy receivable. At December 31 
1959, subsidy (less recapture) of $16,183,969 was esti- 
mated to be receivable, based in part on tentative rates 
not yet approved by the Federal Maritime Board. 


NOTE 5—U. S. AND FOREIGN TAXES 
ON INCOME: 

Examinations of the U. S. consolidated income tax 
returns of the Company and its includible domestic sub- 
sidiaries have not been completed by the Internal Rev- 
enue Service for 1947 and subsequent years. Examina- 
tions of tax returns in foreign countries have in some 
cases not been completed for the most recent years, It 
is believed, however, that provisions made in 1959 and 
earlier years are adequate. 

No reserve has been provided for foreign or U. S. 
taxes, if any, which might become payable if undistrib- 
uted earnings of foreign subsidiaries were to be paid out 
as dividends. In view of past and contemplated expan- 
sion programs it is not considered necessary to provide 
any such reserve. 
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Depreciation is generally computed on the straight- 
line method over the estimated useful lives of the assets. 
For income tax purposes only, the certified portion of the 
cost of equipment covered by certificates of necessity 
is amortized over a five-year period and, in addition, 
the sum-of-the-years digits method is used in comput- 
ing depreciation on certain assets acquired after Janu- 
ary 1, 1954. The excess of amortization and accelerated 
depreciation taken for tax purposes over normal depre- 
ciation has resulted in a tax deferral of $2,393,000 in 
1959, which has been included in the income taxes 
charged against earnings and credited to deferred taxes 
on income. 


NOTE 6 — LONG-TERM DEBT. 

Under the terms of a loan agreement made in 1958 
with a group of banks, $20,000,000 was drawn down on 
January 26, 1960 with interest payable at the rate of 4% 
per annum. The loan agreement calls for repayment in 
quarterly installments commencing March 31, 1962 and 
ending December 31, 1965. 


Position December 31, 1959 
W. R. Grace & Co. 

5% notes payable to institutional in- 
vestors, principally insurance com- 
panies due 1964 to 1990. « $111,000,000 

342% subordinate debentures, re- 
deemable, convertible into common 
stock (1.9 shares prior to May 15, 
1965 and 1.8 shares thereafter*) 
and with sinking fund payments 
required from 1966 to 1974—due 
May 15, 1975 . 

Sundry Indebtedness . 


29,858,000 
775,000 


$141,633,000 
SuBsip1aRy COMPANIES 
Grace Line Inc. 
3%2% mortgage notes payable to 
U. S. Maritime Administration— 


due 1960 to 1965 . 1,367,029T 
4%% U. S. Government Insured 
Merchant Marine Bonds — Santa 
Rosa Series — sinking fund pay- 
ments due 1962-1978. . . 9,000,000 
4.20% U. S. Government Insured 
Merchant Marine Bonds — Santa 
Paula Series — sinking fund pay- 
ments due 1962-1978 . 8,949,000t 
Other Subsidiaries . 2,760,764 
$16 93 


* Adjusted February 19, 1960—see page 22. 
t Payable from Grace Line Inc. special funds and de- 
posits. 


NOTE 7 — CAPITAL STOCK: 


The preferred stock (of $100 par) issued and out- 
standing is listed below: 


Shares 
Shares in Outstanding 
issued treasury Shares Par value 
6% Cumulative 40,000 — 40,000 $ 4,000,000 
8% Cumulative 
Class A 50,000 1,868 48,132 4,813,200 
8% Noncumulative 
Class B 40,000 2,049 37,951 3,795,100 
$12,608,300 


With respect to the Hatco acquisition the Company 
issued 126,000 shares of its common stock. In addition, 
88,653 shares were issued in connection with a 2% stock 
dividend paid to stockholders of record at the close of 
business February 3, 1959 and 12,708 shares were issued 
for options exercised. As a result, the Company’s com- 
mon stock issued at December 31, 1959 was 4,771,540 
shares. 

Of the unissued common stock, 753,558 shares have 
been reserved for conversion of the subordinate deben- 
tures and exercise of stock options. The Company also 
owned and held 112,642 issued shares of common stock 
for exercise of options. 

Options granted to directors, officers and managerial 
employees for the purchase of 234,880 shares of common 
stock were outstanding at the beginning of the year and 
72,250 shares were available for the granting of addi- 
tional options, Under provisions of the option agree- 
ments, the stock dividend described above had the effect 
of increasing by 2% the number of shares for which 
options had been granted and correspondingly reducing 
the purchase price per share. Options for 21,700 shares 
were granted in 1959 at an average price of $42.079 
which was determined on the basis of 95% of market on 
the respective dates the options were granted. During the 
year 12,708 shares were purchased at the average price 
of $29.036 and options for 10,000 shares terminated. At 
the end of the year options were outstanding for purchase 
of 238,348 shares at prices of $18.995 to $55.025 per 
share, or an average of $43.879, options for purchase 
of 60,072 shares were exercisable and 60,550 shares 
were available for granting of additional options. 

The Board of Directors on January 7, 1960 declared 
a 2% stock dividend and 93,315 shares were issued on 
March 10, 1960 to stockholders of record at the close of 
business February 19, 1960. As of March 10, 1960 a 
charge to retained earnings was made in the amount of 
$3,962,155 based on the adjusted market value per share 
as of the date the dividend was declared and credits were 
made to capital stock and capital surplus of $93,315 and 
$3,868,840 respectively. In addition, 27,465 shares were 
reserved pursuant to anti-dilution provisions for the in- 
crease of shares that might be purchased under options 
granted by the Company and for conversions of de- 
bentures, 


NOTE 8 — COMMITMENTS AND 
CONTINGENT LIABILITIES: 


Under the terms of the operating-differential subsidy 
contract covering the twenty-year period ending Decem- 
ber 31, 1977, Grace Line Inc. has agreed to award con- 
tracts for the replacement of its fleet during a period end- 
ing 1967. The ultimate cost of the program to Grace 
Line Inc. is not presently determinable. In connection 
with this program Grace Line Inc. signed construction 
contracts and construction-differential subsidy agree- 
ments in February 1960 with the Federal Maritime Board 
for three new cargo-passenger ships at a cost to Grace 
Line Inc. of approximately $31,000,000. These ships are 
scheduled to enter service in 1962 and will be financed 
from Grace Line’s special funds and by ship mortgage 
bonds. 

Firm commitments for other additions to property and 
equipment and for investments amounted to approxi- 
mately $14,000,000 at December 31, 1959, 

The Company has a contract to provide technical 
assistance to Federation Chemicals Limited—a chemical 
company in which Grace Internacional S.A. holds a 


49% interest. The Company has entered into a comple- 
tion agreement (including subordination provisions), 
has guaranteed bank loans in the amount of $4,000,000 
and has undertaken to issue 544% subordinate deben- 
tures in exchange for notes of Federation Chemicals 
Limited in the amount of $8,200,000 and £1,000,000 in 
the event these notes become in default. Subject to the 
occurrence of certain conditions which cannot take place 
prior to February 1, 1961 Grace Internacional can exer- 
cise an option to acquire an additional one-third interest 
at any time to December 31, 1967. 

In 1954, the United States Government instituted a 
civil action against the Company, Pan American World 
Airways, Inc. and Pan American-Grace Airways, Inc., 
alleging violations of the Sherman Act, asking that the 
Company and Pan American World Airways, Inc. each 
of which owns 50% of the stock of Pan American-Grace 
Airways, Inc. be ordered to divest themselves of their 
stock holdings, and also seeking an injunction against 
monopolization or restraint of certain trade and com- 
merce. The complaint does not seek monetary damages, 
and the Company has denied the material allegations of 
the complaint. Trial of the action was concluded in 
May 1959. The court has not yet rendered its decision. 


OPINION OF INDEPENDENT 
PUBLIC ACCOUNTANTS 


Price WATERHOUSE & Co. 


To the Stockholders of W. R. GRAcE & Co. 


There are several domestic pension plans presently in 
effect. The Board of Directors has authorized, in prin- 
ciple, the framework of a revised pension program to 
provide more uniform benefits for salaried employees in 
the United States. The plan now being written in final 
form is subject to approval by the Board of Directors 
and by the Internal Revenue Service and would be effec- 
tive as of July 1, 1959. The aggregate domestic pension 
cost in 1959 was $2,182,000 of which $309,000 relates to 
changes embodied in the proposed new program. The 
unfunded amount of past service benefits, which are being 
provided for by payments to trustees over a period of 
years, at December 31, 1959, was estimated to be $6,880,- 
000 of which $3,847,000 relates to modifications con- 
tained in the proposed program. Pension payments are 
made to employees of the Latin-American subsidiaries in 
accordance with the social laws of the countries in which 
operations are conducted. The cost of these plans has not 
been actuarially determined and, generally, such foreign 
subsidiaries charge the cost of pensions to income as pay- 
ments are made. 

For comments regarding Cosden Petroleum Corpora- 
tion, Foster and Kleiser Division and Libyan Oil Venture 
—see pages 4, 5 and 6. 


56 PINE STREET 
NEW YORK 5 


In our opinion, the accompanying statements present fairly the financial position of W. R. 


Grace & Co. and its consolidated subsidiary companies at December 31, 1959 and the results of 


their operations for the year, in conformity with generally accepted accounting principles applied 


on a basis consistent with that of the preceding year. Our examination of these statements was 


made in accordance with generally accepted auditing standards, and accordingly included such tests 


of the accounting records and such other auditing procedures as we considered necessary in the 


circumstances. 


April 5, 1960 


Cals Hitehaoe (2. 


29 


FINANCIAL SUMMARY 


Earnings Before 


Net Sales Depreciation U.S. and 
and Operating and U.S. and vd 
Revenues Foreign Taxes Depreciation Income Taxes Net Earnings 
EARNINGS $469,696 $48,363 $21,810 $11,726 $14,827 
434,234 39,222 20,718 8,465 10,040 
STATISTICS* 459,728 43,280 17,621 10,200 15,459 
438,137 46,847 14,287 12,775 19,785 
427,066 45,710 14,128 12,802 18,780 
413,402 37,633 11,527 11,311 14,794 
330,980 30,583 T5t5 10,483 12,586 
315,588 20,103 6,407 5,156 8,540 
294,425 26,293 5,981 10,424 9,888 
222,119 25,460 5,278 7,709 12,473 
= 26,989 4,786 6,552 15,651 
5 28,565 4,945 7,070 16,550 
N 32,408 4,348 9,962 18,098 
22,033 3,305 5,656 13,072 
: 19,517 3,256 4,631 11,630 
Fixed Assets 
Net 
Workin Current Gross 
Capital Ratio Gross Net Additions 
BALANCE $138,136 2.5-1 $392,138 $232,735 $35,315 
130,295 2.7-1 362,602 221,932 41,416 
120,632 2.5-1 337,004 207,546 63,674 
SHEET 108,138 2.2-1 281,056 163,889 41,400 
129,845 2.5-1 245,495 138,568 23,618 
STATISTICS * 112,206 2:5-1 226,533 130,777 32,152 
113,490 2.6-1 197,374 111,034 67,553 
92,617 2.5-1 133,923 67,954 15,539 
77,987 2.2-1 119,748 60,963 16,568 
77,240 2.7-1 104,527 53,473 13,303 
65,865 2.7-1 95,041 49,740 5,361 
59,024 2.7-1 92,187 51,265 5,256 
59,311 2.4-1 85,079 50,636 8,822 
53,324 2.7-1 77,594 46,640 17,170 
45,608 3.0-1 62,099 34,288 6,597 


* 1950-1959 independently audited and inclusive of Dewey and Almy Chemical 
Company and its subsidiaries. 

1945-1949 not independently audited nor adjusted for Dewey and Almy Chemical 
Company and its subsidiaries. 


Total Net Earnings 
Net Earnings After Equity in Earnings After Preferre Average Dividends on 
Preferred Dividends over Dividends Dividends Number Common Stock(b) 


om of Common 
Per Non-Consolidated Per Shares Per 

Total Share Subsidiaries(a) Total Share Outstanding Total Share 
$13,899 $3.04 $1,835 $15,734 $3.44 4,568,845  $ 7,343 $1.60 
9,111 2.07 1,376 10,487 2.38 4,404,424 9,693 2.20 
14,531 3.31 1,993 16,524 3.76 4,390,197 10,541 2.40 
18,849 4.41 1,689 20,537 4.80 4,275,242 9,828 2.30 
17,820 4.21 1,240 19,061 4.51 4,228,023 8,473 2.00 
13,834 3.50 1,753 15,588 3.95 3,948,162 6,473 1.75 
11,626 3.27 859 12,484 3.51 3,561,525 5,404 1.75 
7,580 2.15 531 8,110 2.30 3,523,205 4,861 1.60 
8,928 2.60 957 9,884 2.88 3,433,350 5,117 1.60 
11,513 3.54 633 12,146 3.74 3,249,898 4,672 1.60 


14,691 5.63 305 14,996 5.75 2,610,000 5,003 1.92 
15,590 5.97 465 16,055 6.15 2,610,000 5,003 1.92 
17,138 6.57 (407) 16,731 6.41 2,610,000 5,003 1.92 
12,112 4.64 134 12,246 4.69 2,610,000 3,915 1.50 
10,670 4.09 546 11,216 4.30 2,610,000 2,900 11 


Common value Number of 
Special Funds Long-Term Minority Preferred Stock and er Common 
and Deposits Debt Interest Stock Surplus Share Stockholders 
$33,250 $163,710 $ 7,305 $12,608 $227,939 $47.77 30,052 
35,602 163,503 6,888 12,608 215,597 47.44 28,052 
27,141 126,869 12,070 12,608 215,297 47.10 24,539 
41,979 91,161 12,247 12,608 210,755 46.91 21,178 
41,983 95,250 12,470 13,000 195,224 45.56 16,623 
38,644 83,109 12,860 13,000 179,960 43.69 13,697 
33,812 64,391 29,974 13,000 159,134 43.39 9,876 
28,803 30,540 12,692 13,000 147,207 41.77 8,660 
24,257 7,193 11,169 13,000 142,654 40.48 6,914 
21,612 9,503 5,179 13,000 132,316 40.71 4,121 


18,341 4,156 4,883 13,000 120,129 46.03 944 
14,524 5,597 4,514 13,000 109,110 41.80 882 
10,585 7,550 5,463 13,000 99,494 38.12 801 
6,551 4,796 4,833 13,000 86,276 33.06 759 
14,979 3,274 4,548 13,000 77,261 29.60 668 


(a) Adjusted for the Civil Aeronautics Board's order of October 14, 1952 fixing final mail pay rates for Pan 
American-Grace Airways, Inc. for the years 1947 through 1951. 


(b) The aggregate amount of cash dividends on common stock for the years 1950/1954 includes those paid by 
Dewey and Almy Chemical Company while the per share amount represents the rate paid by the Company only. 
Does not include 2% stock dividend paid on common in 1959. 
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